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Donohue Inc. and subsidiary companies 


Financial Summary 1980 1979 
Earnings 
(thousands of dollars) 
Net sales $ 272 455 $ 176528 
Earnings for the year 26 028 13 673 
Earnings per common share 
e basic $ 14.30 $ 7.42 
e fully diluted 5.72 2.97 
Dividend per common share 1.20 1.00 


Financial position at year end 
(thousands of dollars) 


Working capital $ 114 128 $ 91200 
Total assets 422 094 354 540 
Long term debt 182 745 184 267 
Minority shareholders’ interest 63 307 41 164 
Shareholders’ equity 105 696 82 334 
Book value per common share 
e basic $ 41.18 $ 28.04 
e fully diluted 22.48 17.22 
Statistics 
Production 
Newsprint (metric tons) 229 100 127 800 
Kraft pulp (metric tons) 265 200 229 600 
Lumber (thousand foot board measure) 151 800 125 000 
Shares outstanding 
Common 1 800 000 1 800 000 
6 %4% Cumulative Redeemable Preferred 182 300 194 200 


Convertible Preferred 2 700 000 2 700 000 


To shareholders 
and employees 


New sulphite mill at Clermont in 1971 


It is particularly satisfying to be able 
to report the rapid and successful 
expansion of the Company together 
with record results, especially dur- 
ing a period when stagnation seems 
to be the trend. Consolidated net 
earnings for the year 1980 reached 
an all-time high of $26 028 000 or 
$14.30 per common share up from 
$13 673 000 or $7.42 per common 
share in 1979. After the 31st Decem- 
ber 1981, preferred shares issued in 
1976 become convertible into com- 
mon shares which will increase the 
number of common shares from 

1 800 000 to 4500 000. If applied to 
previous years this conversion 
would have diluted the earnings per 
share to $5.72 in 1980 and $2.97 in 
IASI 


Dividends on common shares 
amounted to $1.20 per share in 1980 
as compared to $1.00 in 1979. It is 
interesting to note that since 1946, 
when the Company went public, 
dividends have been paid every year. 


Consolidated net sales for the year 
amounted to $272 455 000 and net 
earnings when expressed as a per- 
centage of net sales amounted to 
9.6% in 1980 compared to 7.8% in 
TOMO: 


These improved results were due to 
strong markets for kraft pulp and 
newsprint throughout the year. 
Moreover, favourable exchange rates 
accounted for nearly half of the 
earnings realized in 1980. 


The best way to illustrate the growth 
of your Company and its subsidiar- 
ies is to compare the following 
achievements over the past ten 
years: 
®@ production of newsprint 
increased from 108 000 to 230 000 
metric tons per year 


@ three sawmills were purchased in 
the Lac St-Jean area and pro- 
duced 152 000 000 foot board 
measure of lumber in 1980 


@ a new kraft pulp mill was com- 
pleted in 1978 and during 1980 
production totalled 265 000 metric 
tons 


@ net sales showed a sharp 
increase from $25 000 000 to 
$272 000 000 and earnings fol- 
lowed the same trend, increasing 
from $2 000 000 to $26 000 000 

@ lastly, total employees increased 
from 1 040 to 2 830 


These accomplishments have been 
reflected in a higher stock market 
value of the Company’s common 
shares and a marked improvement 
in the return on shareholders’ 
equity. 


$30 


1976 77 Ws 79 80 
Common stock prices (high and low) 


1976 77 78 79 80 
Return on shareholders’ equity 


Moreover, our activities will continue 
to grow as a new newsprint mill is 
presently under construction at 
Amos, Ouébec. This mill which is to 
be completed during March 1982 
will have a production capacity of 
159 000 metric tons of newsprint. 
Financing required for this project 
totalling $190 000 000 has been 
obtained through a bank loan of 
$108 000 000, shareholders’ equity of 
$41 000 000 and government grants 
for an equal amount. Your Company 
has agreed to subscribe 51% of the 
equity, being an amount of 

$20 910 000. 
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In addition, Donohue Ine. has ac- 
quired a 49% interest in J.E. Therrien 
Inc., a sawmill of Normick Perron 
Inc. This association with an impor- 
tant lumber manufacturer in the 
Amos area will guarantee a supply 
of wood chips to the newsprint mill. 
When all these transactions are 
completed your Company will have 
made an equity investment of 

$29 730 000 in this region. 


Long term sales contracts for the 
production of this mill have also 
been signed with existing and new 
customers. 


Finally, a consideration that should 
not be disregarded when reviewing 
this expansion, is the fact that this 
new source of newsprint produc- 
tion, on the one hand will enable 
more flexibility in supplying custom- 
ers, and on the other will allow the 
conversion of one of the paper 
machines at Clermont to specialty 
papers. 


Board of Directors 


During the past year, Messrs. Pierre 
Chancel, President and General 
Manager of La Cellulose du Pin and 
Gilles Lachance, Vice-President of 
Société générale de financement du 
Québec, were elected to the Board 
of Directors of the Company. They 
replace Messrs. Robert Cahiza and 
Percy Auger whose faithful services 
and valuable advice during their 
many years with the Company have 
been greatly appreciated. 


Outlook 


This review of the successful expan- 
sion and of the good results obtain- 
ed by your Company to date must 
not, however, detract from planning 
to meet the conditions under which 
your Company will be obliged to 
operate in the future. Generally 
speaking, economic pre- 
dictions in the United 
States and Europe do 
not foresee growth for 
the industry this year 
but rather the adverse 
effects of economic 

and monetary meas- 
ures employed to 
reduce inflation. 
Despite major invest- 
ments to modernize 
facilities, production 
costs in our industry 
will continue to rise, 
notably with regard to 
manpower, energy and 
materials. 
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In general the Canadian pulp and 
paper industry enjoyed another 
good year in 1980 in spite of a slow- 
down in the U.S. economy in the 
middle of the year. Demand for 
newsprint continues to be firm and 
the price per metric ton was 
increased by U.S. $30 to U.S. $470 at 
the beginning of 1981. More 
favourable economic conditions are 
expected in the US. later this year 
and the growth in newsprint con- 
sumption for the next five years 
should be at a rate of 3.5% per year. 
By 1985, U.S. newsprint consump- 
tion should reach 11.7 million met- 
ric tons. 


The demand for high quality north- 
ern pulp such as produced at the 
St-Félicien mill was firm throughout 
1980 and continues to be so in the 
first quarter of 1981. It is expected 
that the demand for high quality 
pulp will continue to increase sub- 
stantially in the years ahead. Prices 
for bleached kraft pulp have been 
unchanged since April 1980 when 
the slowdown in the U.S. and Euro- 
pean economies began. 


Lumber demand and prices which 
were depressed in 1980, continue to 
be in the doldrums this year. Some 
improvement is expected during the 
second half of 1981 providing there 
is a decrease in mortgage rates. In 
fact an important pent-up demand 
for new housing exists and a bullish 
outlook is predicted for lumber in 
the years ahead. 


Capital investments will continue to 
be one of our priorities in 1981. 
Major improvements will be 
undertaken to diminish the impact 
of the expected rise in production 
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costs and to meet commitments 
resulting from the expansion of our 
activities. An amount of approxi- 
mately $30 000 000 has been budg- 
eted for this purpose of which 15% 
will be used to build access roads in 
the woodlands, 20% to improve pro- 
ductivity, 42% to modernize the 
mills, and the remainder, i.e. 23%, to 
conserve energy and to protect the 
environment. 


Everything considered, 1980 has 
been a very good year for your Com- 
pany. The achievements realized 
over the last few years not only 
helped to diversify the operations of 
your Company, but also to establish 
a more solid base for future expan- 
sion. 


Your Directors wish to express their 
sincere appreciation to all those 
who have contributed to the present 
successful year and to the growth of 
the Company. 


On behalf of the Board 


Jacques Paquin 
Chairman of the Board 


Edward P. Walsh 
President and Chief Executive Officer 


Québec, February 17, 1981 


Review of 
operations 


New bleached kraft pulp mill at St-Félicien 
in 1978 


Consolidated financial position 


In 1980 record high sales and earn- 
ings have been reached by your 
Company. Net earnings for the year 
were $26 028 000 or $14.30 per com- 
mon share compared to $13 673 000 
or $7.42 per common share in 1979. 
After the 31st of December 1981, the 
preferred shares issued in 1976 will 
become convertible, in which case 
the number of common shares 
could total 4.5 million. Net earnings 
on a fully diluted basis amounted to 
$5.72 per share compared to $2.97 in 
LOAF 


These favourable results can be 
attributed to several factors such 

as increased shipments, a good 
operating rate, strong markets for 
our major products and a higher 
exchange rate on U.S. dollar transac- 
tions. 


St, Lawre iver 


Net sales were $272 455 000 com- 
pared to $176 528 000 in 1979. Strong 
demand for kraft pulp and news- 
print together with improved prices 
contributed to the excellent growth 
in sales. However, on the other 
hand, lumber sales were rather weak 
following the trend in market condi- 
tions. In addition, strikes in the 
woodlands operations caused two 
sawmills to shut down for some 
time. 

Since our export sales are priced in 
U.S. dollars and represent more than 
80% of our total sales, the exchange 
rate has a major bearing on our 
earnings. 

The conversion of 1980 U.S. dollar 
transactions into Canadian dollars 
contributed to increase our net sales 
by 13% compared to 11.5% in 1979 
and increased net earnings by 

$12 129 000 or $6.74 per common 
share ($2.70 fully diluted) compared 
to $6 827 000 or $3.79 per common 
share in 1979 ($1.52 fully diluted). 
The percentage of our net earnings 
which can be attributed to the con- 
version of U.S. dollar transactions 
into Canadian dollars reached 47% 
in 1980. 


The chart below shows the relative 
importance of exchange to our net 
earnings over the past ten years: 
%60 Ss cin ae = 
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1971 72-273 74575, W677 Ono OU 
The effect of the conversion of U.S. dollar 
transactions into Canadian dollars is shown 
as a percentage of net earnings. During the 
years 1972, 1974 and 1976, the U.S. dollar was 
worth less than the Canadian dollar. 


The funds provided from operations 
in 1980 amounted to $74 380 000 
compared to $41 979 000 in 1979. 
Working capital rose by $22 928 000 
from $91 200 000 at the end of 1979 
to $114 128 000 as at 31st of Decem- 
ber 1980. The year end cash position 
has slightly increased despite the 
important capital investments 
undertaken during the year. 


Capital expenditures totalling 

$40 983 000 in 1980 included the 
acquisition of logging equipment, 
the construction and improvement 
of camps and garages in the wood- 
lands, the installation of an auto- 
matic sorting table and a dryer at 
Girardville, the replacement of two 
bleaching towers in the kraft mill, 
the purchase of major spare parts, 
and the ongoing installation of a 
steam turbo-alternator; also included 
were various amounts spent at 
Clermont to achieve better working 
conditions, to save energy, to mod- 
ernize the mill and finally the con- 
struction in progress at Amos. 


Accounting for inflation 


During a continuous inflationary 
period, historical cost accounting 
used by companies is somewhat 
misleading. This comes primarily 
from the fact that fixed assets being 
underestimated, the corresponding 
depreciation is too low, and as a 
result, both earnings and income tax 
figures are higher than they would 
be if the replacement costs of assets 
were used and depreciation increas- 
ed accordingly. 

As a consequence of the escalating 
cost of fixed assets, funds required 
for their replacement often cannot 
be provided by the current cash 
flow. Under these circumstances it is 
most important to achieve a high 
return on investment in order to 
ensure both the profitability and the 
future of the company. 
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Quarter Net sales Earnings Earnings per common share 
Ending (thousands of dollars) (after preferred dividends) 

1980 IFAS) 1980 L979) 1980 1979 1980 SAS, 

basic fully diluted 
March 31 $ 64 323 $ 24952 $ 6663 $ 341 $ 3.66 $0.15 $1.46 $0.06 
June 30 69 153 34 236 Do 1 880 3.29 1.00 1.31 0.40 
September 30 74 373 58 325 @299 5 459 4.02 2299 1.60 Teo 
December 31 64 606 59 015 6135 5 993 3.37 3.28 1.35 1.32 
Total $272 455 $176 528 $26 028 $13 673 $14.30 $7.42 $5.72 $2.97 
The table above shows quarterly net sales, 
net earnings and earnings per common share. Woodlands operations 
%30 


Financial performance 


Most of our current capital expendi- 
tures are allocated or authorized on 
the basis of their return on invest- 
ment and this return must be high 
enough to make up for less profita- 
ble but mandatory capital expendi- 
tures. One of the main objectives of 
the Company is to improve the rate 
of return on the capital invested to 
enhance the shareholders’ invest- 
ment. 

In order to measure the perform- 
ance of the Company, the return 

on invested capital has been com- 
puted as the percentage of Net 
Operating Profit After Taxes™ to 
average Invested Capital® The 
following chart shows the return on 
invested capital during the last five 
years. The decrease in 1977 and 1978 
reflects the period during which the 
St-Félicien kraft pulp mill was under 
construction and consequently the 
required newly invested capital did 
not generate any earnings. 


At Clermont, high wood inventories 
have caused a reduction of the 
usual logging activities. Conse- 
quently only 414 000 cubic metres 
(146 000 cunits) have been harvested, 
a decrease of approximately 15% if 
compared to a normal year. 

The St-Félicien woodlands division 
harvested 1 106 000 cubic metres 
(390 500 cunits), 15% less than the 
previous year due to strikes that 
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1976 77 78 79 80 
Return on Invested Capital 


(1) Net Operating Profit After Taxes is the sum 
of: 
e net earnings before extraordinary item 
and minority shareholders’ interest 


halted production in two logging 
areas. About 80% of harvesting is 
done mechanically and a greater 
number of logs is handled by 
delimber-buncher equipment. 


e provision for deferred income taxes 

e interest expenses on an after-tax basis 
(2) Invested Capital is the sum of: 

e all interest bearing debts 


e deferred income taxes 


e minority shareholders’ interest 


e shareholders’ equity 
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(Review of operations e continued) 


Newsprint mill project under construction at 
Amos (February 1981). 


Reforestation programs continued 
on private lots in Charlevoix where 
about 65 000 seedlings were planted 
and in the Lac St-Jean area where 
an agreement with the Ministére de 
l’Energie et des Ressources allowed 
the company to plant 148 000 
seedlings in the domanial forest of 
Roberval-Chibougamau. 


Within short distances from the 
Clermont mill, the Company has 
undertaken, on an experimental 
basis, to recover non-commercial 
hardwood and use it as hog fuel to 
produce steam. The corresponding 
reduction in oil consumption is 
promising and the logged-off areas 
could be reforested with softwood. 


Lumber 


Production from sawmills amounted 
to 152 000 000 foot board measure 
compared to 125 000 000 f.b.m. in 
1979. A three-shift operation from 
the beginning of the year would 
have contributed to an even greater 
increase in production but strikes 
affecting the woodlands operations 
compelled the St-Thomas sawmill to 
shut down for two months and the 
Girardville sawmill for four months. 


The new automatic sorting table 
installed at the Parc Chibougamau 
mill operated satisfactorily. A fifth 
dryer has been built at Girardville 
bringing total drying capacity to 
150 000 000 f.b.m. i.e. about 75% of 
the output of the sawmills. 


Sales in 1980 amounted to 
154 000 000 foot board measure com- 
pared to 120 000 000 f.b.m. in 1979. 


Newsprint 


A strong market together with a 
good performance at the sulphite 
mill allowed production at the 
newsprint mill to reach 229 000 met- 
ric tons in 1980. 


Modernization projects undertaken 
in 1980 included a new winder for 
no. 3 paper machine, a stainless 
steel press roll for no. 4 paper 
machine and the reconstruction of 
the groundwood mill building. 
Kraft pulp 

In 1980 the kraft pulp mill produced 
265 000 metric tons, an increase of 
15% over last year. Top performance 
and record levels of production have 
been experienced by the mill during 
its second year in operation. In fact 
the mill operated at 114% of de- 
signed capacity for the whole year. 
Pulp shipments were delivered as 
follows: 24% to Canadian destina- 
tions, 49% to the United States and 
the balance to Europe. 
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Labour relations 


Throughout the industry in Eastern 
Canada, 1980 was a year of renego- 
tiating collective agreements. This 
was not an easy task. 

However, during the past year col- 
lective agreements for two-year peri- 
ods were signed with the kraft pulp 
mill employees in St-Félicien, the 
sawmill and woodlands workers 

in Parc Chibougamau, the woodlands 
workers in St-Thomas Didyme and 
the newsprint mill workers and office 
employees in Clermont. 


As far as the woodlands are con- 
cerned, the Girardville logging work- 
ers are on strike since last August 
and at Clermont an offer presented 
by the Company in December has 
been turned down by the Union 
members. Management hopes to 
reach an agreement soon with these 
two groups of forest workers. 


In order to maintain the Company's 
ongoing human resources develop- 
ment program, training and re- 
fresher courses for all employees are 
being pursued along with personnel 
information meetings. Parts of these 
programs can be modified if need be 
to emphasize specific objectives 
such as safety performance and fire 
prevention. 


Donohue Normick Inc. 


This new subsidiary is 51% owned 
by the Company and was incorpo- 
rated in 1979 for the purpose of 
building and operating a newsprint 
mill with an annual capacity of 
159 000 metric tons at Amos, 
Québec. 


Numerous studies and negotiations 
were undertaken during 1979 and 
1980 to bring about the realization of 
this important project. 


A joint venture agreement was 
entered into with Normick Perron 
Inc. of La Sarre, Québec, one of the 
most important lumber manufactur- 
ers of the province. 


Total investment is estimated at 
$190 000 000 and production start-up 
is set for March 1982. This project 
was finally made possible by a joint 
decision of the Federal Government 
to contribute $24 600 000 and of the 
Québec Government to provide 

$16 400 000 for a combined total sub- — 
sidy of $41 000 000. 
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The contract for design engineering 
of the mill has been awarded to SNC 
Cellulose Inc. and the technical 
know-how is being supplied from 
within the Company. Due to its long 
experience in the manufacture of 
newsprint, Donohue Inc. will be 
responsible for both the design and 
the construction of the paper mill as 
well as for the management and 
administration aspects. Finally sales 
contracts have been signed with 
new and present customers covering 
the production. 


Most of the agreements needed to 
undertake such a project were con- 
cluded during the first six months of 
1980: 


@ On June 30th, the Company sub- 
scribed its share of common stock 
in Donohue Normick Inc. and 
paid its 49% interest in J.E. Ther- 
rien Inc. 


@ A wood supply agreement has 
been signed with the Québec Gov- 
ernment providing Donohue 
Normick Inc. with an annual fiber 
supply of about 700 000 cubic 
metres (245 000 cunits). 


@ The environmental and other per- 
mits required for this project have 
been issued by Services de Protec- 
tion de l'Environnement du 
Québec. 

@ Financing arrangements have 
been completed including a bank 
loan with a consortium of Cana- 
dian banks. 


Capital requirements and financing 
can be summarized as follows: 


Investment (millions 
of dollars) 

Mill construction $ 165.0 
Financing (ers 
Pre start-up expenses 10.3 
Working capital 7.0 
$ 190.0 

Financing (millions 
of dollars) 

Equity $ 41.0 
Grants 41.0 
Bank loan 108.0 
$ 190.0 


The project also includes the pur- 
chase by the Company of a 49% 
interest in J.E. Therrien Inc. of Amos, 
a subsidiary of Normick Perron Inc. 
This sawmill is adjacent to the paper 
mill and will supply part of the 
wood chips required to manufacture 
the newsprint. 
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The economic impact of the project 
will be quite impressive. About 250 
persons will be employed on a per- 
manent basis at the mill for an 
annual payroll of $10 000 000. 
Approximatively 800 construction 
jobs will be created during the 
building period and most of the dis- 
bursements for this project will be 
spent in the Province of Québec. 


The most modern manufacturing 
processes will be used in the new 
mill. As a matter of fact, pulp will be 
furnished by a 480 ton per day 
thermomechanical pulp mill and 
the newsprint will be produced 

on a twin-wire Papriformer machine 
capable of operating at speeds of 
over 1000 metres per second. 


At year end, the construction was 
progressing smoothly. Site prepara- 
tion work and foundations were 
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completed; the warehouse building 
is closed in and the erection of the 
steel structure of major buildings 
was progressing rapidly. As at 
December 31, 1980, 95% of the 
equipment had been ordered, 43% of 
the engineering work had been com- 
pleted, commitments amounted to 
$95 000 000 and costs and expend- 
itures were within budget. 


Consolidated 
Earnings and 
Retained Earnings 


Donohue Inc. and subsidiary companies 


year ended December 31 


Consolidated Earnings 1980 1979 
(thousands of dollars) 
Revenues 
Net sales $272 455 $176 528 
Investment income 8 190 4 822 
280 645 181 350 
Costs and expenses 
Cost of products sold 167 431 106 327 
Selling and administrative expenses 7 159 5 507 
Interest on long term debt 18 877 18 936 
Depreciation 15 387 14 899 
208 854 145 669 
Earnings before income taxes 
and minority shareholders’ interest 71 791 35 681 
Income taxes 31 615 14 917 
40 176 20 764 
Minority shareholders’ interest 14 148 7091 
Earnings for the year $ 26 028 $ 13673 
Earnings per common share 
(after dividends on 6/%4% 
preferred shares) 
Basic $ 14.30 $ 742 
Fully diluted (note 7) Deo e Sore aed 
Consolidated Retained Earnings 
Balance at beginning of year $ 48 146 $ 36585 
Earnings for the year 26 028 13 673 
74 174 50 258 
Dividends 
Preferred shares 297 312 
Common shares 2 160 1 800 
2 457 PAM 


Balance at end of year $ 71717 $ 48 146 
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Changes in Donohue Inc. and subsidiary companies 


: Consolidated year ended December 31 
Financial Position 1980 1979 


(thousands of dollars) 


Source of Funds 


Funds provided from operations (note 9) $74 380 $41 979 
Increase in minority shareholders’ 
interest 17 150 6 364 
91 530 48 343 
Application of Funds 
Additions to fixed assets 14 971 13 566 
Construction in progress 26 012 = 
Reduction of long term debt 1 522 1181 
Dividends to shareholders of 
the Company 2 457 2 112 
Dividends to minority shareholders of 
subsidiaries 9 155 1715 
Investment in shares of an associated 
company 8 820 = 
Increase in other investments 5 456 612 
Other 209 140 
68 602 19 326 
Increase in working capital 22 928 29 017 
Variation of funds other than cash 
Accounts receivable (567) (14 196 
Inventories 2 605 (15 274 
Accounts payable and accrued 
expenses 2 261 (932 
Income taxes payable 2755 2 288 
7 054 (28 114 
Increase in cash 29 982 903 
Cash and term deposits at beginning 
of year 41 684 40 781 


Cash and term deposits at end of year $71 666 $41 684 
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Consolidated 
Balance Sheet 


Donohue Inc. and subsidiary companies 


as at December 31 


Assets 


1980 


T9792 


(thousands of dollars) 


Current Assets 


Cash and term deposits 
Accounts receivable 
Inventories (note 2) 


Investments (note 3) 


Fixed Assets (note 4) 


Construction in progress 
(newsprint mill) (note 11) 


$ 71 666 $ 41 684 
25 594 25 027 
51 861 54 466 
149 121 121177 
32 911 18 860 
214 050 214 503 
26 012 — 

$422 094 $354 540 


On behalf of the Board 


LA Lh aL 


Director 


Pr G~ 


Director 


Liabilities and Shareholders’ Equity 1980 


SAS) 


(thousands of dollars) 


Current Liabilities 


Accounts payable and accrued expenses $ 28 413 $ 26 502 
Income taxes payable 5 293 2 538 
Long term debt due within one year 1 287 937 
34 993 Pe) eel Uh 
Long Term Debt (note 5) 182 745 184 267 
Deferred Income Taxes 35 353 16 798 
Minority Shareholders’ Interest 
in Subsidiary Companies 63 307 41 164 
Shareholders’ Equity 
Capital stock (note 6) 33 557 33 855 
Contributed surplus (note 8) 422 333 
Retained earnings (note 8) 71 717 48 146 
105 696 82 334 
$422 094 $354 540 
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Notes 

to Consolidated 
Financial 
Statements 


Donohue Inc, and subsidiary companies 


1. Summary of significant 
accounting policies 


Consolidation 

The consolidated financial state- 
ments include the accounts of the 
Company and all subsidiaries. 


Inventories 


Logs, lumber, chips, kraft pulp and 
newsprint are valued at the lower of 
cost, determined on an average 
annual basis, and net realizable 
value. 


Other raw materials and operating 
and maintenance supplies are 
valued at the lower of cost, using 
the first-in, first-out method, and 
replacement value. 


Fixed Assets and Depreciation 


Fixed assets are recorded at cost, 
less government grants. For major 
expansion projects, cost includes 
interest on borrowed funds as well 
as other indirect expenses during 
the construction period. 


Depreciation of fixed assets is pro- 
vided on a basis and at rates consi- 
dered adequate to amortize the cost 
over the estimated useful lives 

of the assets. 


The principal asset categories, 
namely buildings, production equip- 
ment and timber cutting rights, are 
depreciated over 20 years on a 
straight-line basis. 


as at December 31, 1980 


Important additions to fixed assets 
are depreciated when put into 
operation. Major expansion projects 
are depreciated starting in their first 
full year of operation. 

Deferred Income Taxes 

The Company follows the tax allo- 
cation method of providing for 
income taxes. Deferred income taxes 
primarily result from the taxes appli- 
cable to the difference between 
capital cost allowance claimed for 
income tax purposes and depre- 
ciation recorded for accounting 
purposes. 


Foreign Currencies 

Working capital items in foreign 
currencies are translated into Cana- 
dian dollars at exchange rates pre- 
vailing at the end of the year. Other 
asset and liability items are trans- 
lated at exchange rates prevailing at 
the respective transaction dates. 


Items, other than depreciation, 
affecting earnings are translated at 
average exchange rates for the year, 
resulting gains and losses being 
taken up in earnings. 


Pensions 


The Company offers contributory 
pension plans to its employees. 
The cost of current service benefits 
is charged to earnings as incurred 
and there exists no liability for past 
service pension costs. 


2. Inventories 


1980 1979 
(thousands of dollars) 


Logs $33 878 $37 555 

Lumber and chips 5 920 5 134 

Kraft pulp and newsprint 3 744 3 666 
Other raw materials and operating and 

maintenance supplies 8 319 8111 

$51 861 $54 466 

3. Investments 1980 1979 


Funds, represented by cash and term 


deposits set aside: 


To complete approved capital projects 


To finance construction of the 
newsprint mill 

To secure the balance of purchase 
price of a subsidiary 


Shares of an associated company, on 
the equity method 


During the year, the Company ac- 
quired 49% of the outstanding shares 
of J.E. Therrien Inc. for a price of 

$8 820 000. This company operates 

a sawmill located near Donohue 
Normick Inc.’s newsprint mill now 
under construction. 


(thousands of dollars) 


$11 035 $18 460 
13 081 ==: 
200 400 

24 316 18 860 
8 595 = 
$32 911 $18 860 


The net book value of the assets 
acquired amounts to $2 912 000. The 
excess of the purchase price over the 
net book value totalling $5 908 000, 
was allocated to timber cutting 
rights and is to be amortized from 
the first full year of commercial 
operation of Donohue Normick Inc.'s 
newsprint mill. 
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4. Fixed Assets 


1980 1979 
(thousands of dollars) 


Cost Accumulated Net Net 
depreciation value value 
Land $ avi $ = $ 197, $ 747 
Production buildings 
and equipment: 
newsprint mill 52 842 28 466 24 376 23 936 
kraft mill 215 476 21138 194 338 200 326 
sawmills 33 819 9 452 24 367 23 402 
Logging buildings and 
equipment 18 112 10 162 7 950 6 812 
Other buildings and 
equipment 6 235 3 414 2 821 2 342 
Timber limits Sor] 3 982 1 589 1563 
Timber cutting rights 5 716 598 5 118 5 417 
338 568 77 212 261 356 264 545 
Government grants 54 726 7 420 47 306 50 042 
$283 842 $69 792 $214 050 $214 503 
5. Long Term Debt 1980 1979 
(thousands of dollars) 
Donohue Inc. 
Debts secured by a floating charge 
7%% Sinking Fund Debentures, 
Series A, maturing in 1989 $ 5620 SEE olSoo 
117% Term loan, maturing from 
19SIeto 992 9 000 9 000 
Balance due on the purchase price 
of a subsidiary, without interest 200 400 
14 820 155295 
Donohue Charlevoix Inc. 
First Mortgage Sinking Fund Bonds, 
secured by a specific mortgage 
and a floating charge, payable in 
United States funds 
674%, Series A, maturing in 1988 
($1 761 000 US.) 1 891 2128 
Donohue St-Feélicien Inc. 
First Mortgage Sinking Fund Bonds, 
maturing in 1997 
10%, Series A, payable in United 
States funds ($100 000 000 U.S.) 106 565 106 565 
11%6%, Series B 35 000 35 000 
6% Subordinated Debentures, maturing 
in 1997, issued to a related company 25 000 25 000 
Balance due on the purchase price of 
a subsidiary, at 1% above the bank 
prime rate 1 000 1500 
167 565 168 065 
184 276 185 448 
Debentures purchased in anticipation 
of future sinking fund requirements 244 244 
184 032 185 204 
Long term debt due within one year 1 287 937 
$182 745 $184 267 


If the first mortgage bonds payable 
in United States funds, had been 
translated into Canadian dollars at 
the rate of exchange prevailing at 
year end, their equivalent value 
would have been $121 574 000 
($119 200 000 in 1979). 

The annual amounts of long term 
debt payable for the next five years 
are as follows: 


1981 — $1050 000 and $ 237000 US. 
1982 — $3 303 000 and $6 487 000 U.S. 
1983 — $2 852 000 and $6 487 000 U.S. 
1984 — $2 902 000 and $6 487 000 US. 
1985 — $2 962 000 and $6 487 000 U.S. 
Donohue St-Félicien Inc. First Mort- 
gage Bonds are secured by a specific 
charge on fixed assets, rights and 
contracts of the subsidiary as well as 
by a floating charge on all other 
assets. 
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6. Capital Stock 


1980 1979 
(thousands of dollars) - 


Authorized 

500 000 Preferred Shares, par value of 
$25 each, issuable in Series 

2 700 000 Convertible Preferred Shares, 
par value of $10 each 

5 600 000 Common Shares, without 
par value 


Issued and paid 

182 300 6%% Cumulative, Redeemable 
Preferred Shares, 1967 Series 

2 700 000 Convertible Preferred Shares 

1 800 000 Common Shares 


The convertible preferred shares 
carry voting rights, are convertible 
into an equal number of common 
shares during the period after 
December 31, 1981 to December 31, 
1982 and, if not so converted, will be 
redeemable from January 1, 1983. 


7. Earnings per Common Share 
— Fully diluted 


Fully diluted earnings per common 
share are calculated assuming full 
conversion of 2 700 000 convertible 


$ 4557 $ 4855 
27 000 27 000 
2 000 2 000 
$33 557 $33 855 


The holders of the convertible 
preferred shares will not be entitled 
to any dividend before December 31, 
1981; after that date, such holders 
will be entitled to receive the same 
dividend per share as that declared 
and paid on the common shares 

of the Company. 


preferred shares outstanding as 
at December 31, 1980, which are 
convertible after December 31, 1981. 


8. Contributed Surplus 


During the year, the Company has 
realized a contributed surplus of 
$89 000 upon purchase for cancel- 
lation, at a price of $208 500, of 

11 900 preferred shares. 


As a result of the purchase to date 
of preferred shares of a par value of 
$1 442 500, a similar amount has 
been appropriated from retained 
earnings as a surplus not available 
for distribution. 


9. Funds Provided 
from operations 


Earnings for the year 

Items not affecting working capital: 
Depreciation and depletion 
Deferred income taxes 
Minority shareholders’ interest 


Equity in loss of associated company 


1980 1979 
(thousands of dollars) 

$26 028 $13 673 
15 424 14 980 
18 555 6 235 
14 148 7091 
225 a 


$74 380 $41 979 


Auditors’ 
Report 


10. Related party transactions 


During the year, the Company has 
sold newsprint to its subsidiaries’ 
minority shareholders for a total 
amount of $56 000 000. As at De- 
cember 31, 1980, accounts receivable 
related to these sales are $4 400 000. 


These sales were made at prices and 
conditions comparable to those 
given to other customers. 


11. Commitments 


Donohue Normick Inc., a 51% owned 
subsidiary has undertaken the 
construction of a newsprint mill 
with an annual capacity of 159 000 
metric tons; completion date is 
scheduled for March 1982. The total 
cost of this project is estimated at 
$190 000 000. 

This subsidiary is financing the 
project by the issue of shares for 
$41 000 000 and the balance by way 
of $108 000 000 first mortgage bonds 
and $41 000 000 government grants. 


The Company has also undertaken 
to provide this subsidiary, if neces- 
sary, with up to $26 000 000 for 
project cost overruns. The Company 
has obtained a line of credit to meet 
this undertaking, should this be 
required. 


To the shareholders of 
Donohue Inc. 


We have examined the consolidated 
statements of earnings, retained 
earnings and changes in financial 
position of Donohue Inc. for the 
year ended December 31, 1980 and 
its consolidated balance sheet at that 
date. Our examination was made in 
accordance with generally accepted 
auditing standards and accordingly 
included such tests and other 
procedures as we considered ne- 
cessary in the circumstances. 


In our opinion, these consolidated 
financial statements present fairly 
the results of operations and the 
changes in the financial position of 
the Company for the year ended 
December 31, 1980 and its financial 
position at that date in accordance 
with generally accepted accounting 
principles applied on a basis con- 
sistent with that of the preceding 
year. 


_camaen, Lthasr ~faboct 


Chartered Accountants 
Québec, January 30, 1981 
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Historical Review Donohue Inc. and subsidiary companies 


(Amounts are expressed in thousands of dollars 
except for amounts per share.) 


1980 1979 1978 IST 1976 
Earnings 
Net sales $ 272 455 $ 176 528 $ 93 668 De OOns Lo Sead 0 
Depreciation and depletion 15 424 14 980 4 323 4013 3 855 
Interest on long term debt 18 877 18 936 1661 1 432 931 
Earnings before income taxes, 
minority shareholders’ interest 
and extraordinary item 71791 35 681 18 685 14 063 9 188 
Income taxes 31 615 14 917 7579 6 187 3 829 
Minority shareholders’ interest 14 148 7091 3 085 1 647 1s 
Earnings for the year 26 028 13 673 8 597 6 228 5 023 
Per common share: 
e basic 14.30 7.42 4.60 aay 2.60 
e fully diluted 5.72 2.97 1.84 Tot 1.04 
Dividends per common share 1.20 1.00 0.80 0.80 0.80 
Financial Position 
Working capital $ 114 128 > 91-200 $ 62183 $ 41222 $ 23227 
Fixed assets 283 842 270 124 257 606 174 433 101 745 
Accumulated depreciation 69 792 55 621 41 688 330/03 30 295 
Other assets 58 923 18 860 18 248 71 005 8 767 
Long term debt 182 745 184 267 185 448 149 135 12 740 
Deferred income taxes 35 353 16 798 10 563 10 627 10 626 
Minority shareholders’ interest 
in subsidiary companies 63 307 41 164 29 424 28 947 19 903 
Shareholders’ equity 105 696 82 334 70 914 64 248 60 174 
Book value per common share: 
e basic 41.18 28.04 21.60 17.76 15.40 
e fully diluted 22.48 17.22 14.64 13.11 12.16 
Changes in Financial Position 
Source of funds 
Funds provided from operations $ 74380 $ 41979 $ 16325 Seo sd $ 8.954 
Increase in long term debt — — 37 477 138 088 5 500 
Issue of convertible preferred 
shares — —_ — — 27 000 
Other 17 150 6 364 81 457 30 813 21 070 
91 530 48 343 135 259 180 792 62 521 
Application of funds 
Additions to fixed assets 40 983 13 566 108 211 94 595 36 445 
Reduction of long term debt 1 522 1181 1164 1 693 6 652 
Dividends 11 612 3 827 4 747 3 892 3 394 
Other 14 485 752 176 62 617 14 663 
68 602 19 326 114 298 162 797 61 154 
Increase in working capital $ 22928 Sae9.017 $ 20961 Sal y990 $ 1 367 
Statistics 
Production 
Newsprint (metric tons) 229 100 127 800' 179 600' 216 500 214 000 
Market pulp (metric tons) 265 200 229 600 16 900 — a 
Lumber (thousand f.b.m.) 151 800 125 000 138 500 122 500 112 200 
Shares outstanding 
Common 1 800 000 1 800 000 1 800 000 1 800 000 1 800 000 
64% Cumulative, Redeemable Preferred 182 300 194 200 201 600 211 000 218 400 
Convertible preferred 2 700 000 2 700 000 2 700 000 2 700 000 2 700 000 


"No production or shipments from 
October 20, 1978 to June 1, 1979. 
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1976 add 78 7s) 80 1976 ada 78 79 80 


Net sales (millions of dollars) Fixed assets — gross (millions of dollars) 


__17.76 _ 21.60 


1976 ad, 78 7fS) 80 1976 at 78 79 80 


Net earnings per share — basic (dollars) Book value per share — basic (dollars) 


100 | 


0 
1976 Les 78 79 80 1976 UG 78 Zhe) 80 


Earnings before income taxes, minority Shareholders’ equity (millions of dollars) 
shareholders’ interest and extraordinary item 
(millions of dollars) 
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) DONOHUE 


Interim Report as at June 30, 1978 


TO OUR SHAREHOLDERS AND EMPLOYEES 


Consolidated net sales for the first six months of 1978 
amounted to $52,940,000 as compared to $42,112,000 for the 
same period last year. Net earnings amounted to $5,041,000 or 
$2.71 per share as compared to $2,461,000 or $1.27 per 
share in 1977. During the first half of 1978 the gain on foreign 


exchange increased after tax earnings by $2,123,000 or $1.18 - 


per share. 


Many Eastern Canadian pulp and paper companies have 
negotiated new two-year mill labour agreements which in general 


provide wage and fringe benefits increases of 7.5% in the 


first year and 5.2% during the second year. Negotiations are 
progressing for the renewal of labour agreements in the 
newsprint sector at Clermont and in most woodlands and lumber 


sectors in the Lac-St-Jean area. 


The construction of Donohue St-Félicien Inc.’s kraft pulp 

mill and ancillary facilities is generally progressing favorably and 
start-up is expected within a few months. Bleached softwood 
pulp inventories have returned to near normal levels, and 

in 1978 substantially higher volumes of shipments have been 
made from Canadian mills when compared to last year. Prices 
are still depressed but an improving trend is underway. 


The recovery of the world economy and the devaluation of the 
Canadian and U.S. currencies continue to contribute to improve 
the Canadian forest products industry's competitiveness 

and earnings. Demand for dry and green softwood lumber was 
also at a satisfactory level, although some easing is expected 
during the second half because of a decrease in the rate of 


U.S. housing starts. 


Your Directors declared the regular dividend of 39.0625 
cents on the 6% - 1967 Series preferred shares payable on 
November 1, 1978 and a quaterly dividend of 20 cents per 
common share payable on September 1, 1978. Dividends are 
subject to restrictions under the Anti-Inflation Regulations 


until October 14, 1978. 


Québec, Qué. 
August 7, 1978 


EDWARD P. WALSH 
President. 


-~Donohue Inc. 


and subsidiary companies 


Consolidated Earnings 


(Unaudited) (Thousands of dollars) 
Six months ended June 30 1978 UST 
Salesless delivery CxDEMSCS: ic... saree See ae eet eee enema re stead one ra $ 52,940 $ 42112 
Oli atslallalelelenlomens core een eRe aA OMAP Nie Giato.chd ot aden’) 4 Go, Cas emero Ae RDS Bic 2 513 Aske 
es. 59,493°) 7 62407 
Costiof'sales ews Ne ahem as oh nese is 6 Scene oo ee os Pea cnn ace 37,631 32,559 
Selling and administrative expenses .......... Bese eo tart CSOT eR ES nee 831 863 
Imterestcon long-term, debt ae wots. sc 1 ena: ee nee ee ee ee ons a 835 519 
Depreciation: sus o..%.. x uae cries esis aie aga eae er ene eRe cetacean or tite 2,045 2,116 
Income taxes (NOtOsl) ites ater aenne meena eae Pm ee ee ers ee ich tk tre ee 5,076 3,398 
ae 46,418 _____39,455 
7,035 2,952 
Minority shareholders’ interest in earnings of subsidiaries .................---. we 1,994 491 
Earnings topthe period 222s: sip.. a eeiad eh co ES 1 Merete Naa Re Gy teen tice he $ 5,041 ¢ 2,461 
Earnings per common share (after dividends on preferred shares) ............- PAL $ 2.71 $ ek 
Gommonisharesioutstancing: siees cise gres tents ears renee eer nee eee etree 1,800,000 1,800,000 
Changes in Consolidated Financial Position 
(Unaudited) (Thousands of dollars) 
Six months ended June 30 1978 INSETS 
Source of Funds 
WIaKeks [elroMike level ltolanvtoy seVewoNS (INCE Z) och ecconccoanmaoc moon seseneasaseose $ 10,054 $ 5,275 
New long=ternnmGebt tps kiericce cle ca seueie cocacl oa Reena remee tte nei means etre ote cree 96,265 
INGreaSeuimminonity SmarehOlGens aNtGKCS liters setae seine eaten tee eee een se ene 9,681 
GOvVernmentGnrantSis ess rerie ener es eee nee Se As Ee CE ORO es 12,499 12,400 
Decrease in investments and deposits .................55. SA RES oh Ce. 50,037 
Income taxes on winding-up of subsidiaries ..... ey Re SRC ee ee eRe oy ea 46 
$ 72,636 $ 123,621 
Application of Funds 
Construction imprOGresss4.a nae oe ee Ie Re e/a a Ba $ 60,739 ¢ 36,651 
ACGHIONS TO: fIXEC ASSETS seen cemeteries mn eer ee 1,017 709 
REGUCTION TO OMG =terhiC St eee mere me mene mere Pee ets ae RSA han eoe was tna renee 760 15293 
Increase in investments and deposits ...... i ads eee 2 Nia E RSAC ene ER GS 71,084 
Purchase of preferred shares .............. oth ICES RIGECIS @. tee ore ar eee nee: 124 66 
Dividends to the shareholders of the company ..... Metre Cb eee Pee eae Sars one 880 890 
Dividends to minority shareholders of subsidiaries ............................ 1,310 940 
[NErEaSe IMIWOKIMNG| Capital ey ap-we tore eters iene ieneie nei eae Pipi era oe aaa 7,806 11,988 
$ 72,636 $ 123,621 


Notes: 1) An amount of $883,000 was recorded in the books of Donohue St-Félicien Inc. for income taxes on earnings for the first six 
months of 1978 of this subsidiary, which is 60% owned, thereby reducing consolidated earnings by approximately $530,000. 
It is possible that these deferred income taxes will be offset at the year end by the tax benefit that would result from the carry 


forward of operating losses of this subsidiary in past years. 


2) Earnings before the following: Depreciation, depletion, deferred income taxes and minority shareholders’ interests in earnings 


of subsidiaries. 
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DONOHUE 


INTERIM REPORT 
JUNE 30, 1980 


DONOHUE INC. 


INTERIM REPORT 
for the six months ended 
June 30, 1980 


TO SHAREHOLDERS AND EMPLOYEES 


Consolidated net sales for the first six months of 1980 
amounted to $133, 476,000 compared to 

$59, 188,000 for the same period last year. Net 
earnings amounted to $12,594,000 or $6.91 per 
common share ($2.77 on a diluted basis) as compared 
to $2,221,000 or $1.15 per share ($0.46 on a 

diluted basis) in 1979. Sales and earnings 

for the first six months of 1979 are lower due 

to strikes which prevailed during several months. 
During the first half of 1980, the after tax gain on 
foreign exchange represents $5,908,000 or $3.28 per 
common share, as compared to $2,026,000 or $1.12 
for the corresponding period last year. 


Second quarter earnings in 1980 were $5,931,000 on 
sales of $69,153,000. Net earnings for the same 
period in 1979 were $1,880,000 and sales were 
$34,236,000. Earnings per common share for the 
quarter under review were $3.25 compared to $1.00 
during the same quarter last year. 


The demand for newsprint and market pulp conti- 
nued to be strong throughout this six month period. 
However, more economic data has become available 
recently to indicate that the current recession in the 
United States and Canada will be more severe than 
originally predicted. Housing starts have been cut 
drastically since the last quarter of 1979 and lumber 
demand and prices have followed the same pattern. 


Donohue Normick Inc. 


Construction of the new paper mill at Amos, Qué., 
has commenced and is progressing favourably. The 
agreements relating to this integrated lumber and 
newsprint operation were signed by your Company 
and Normick Perron Inc. on June 30, 1980. Your 
Company now has a 49% interest in J.E. Therrien 
Inc., a subsidiary of Normick Perron Inc., which 
operates a sawmill and ancillary facilities at Amos. 
The annual production of this sawmill 

is 75,000,000 f.b.m. (foot board measure). 


Labour relations 


A settlement has been reached with the Union 
representing the Parc Chibougamau sawmill em- 
ployees for the renewal of their labour contract for a 
period of three years expiring on June 30, 1982. This 
sawmill is a division of Donohue St-Félicien Inc. 
However, the labour agreements for the paper mill in 
Clermont, the kraft pulp mill in St-Félicien and the 
forest workers in the Lac St-Jean area have not yet 
been renewed. 


Dividends 


The Directors of your Company declared the 

regular dividend of 39.0625 cents on the 6-1/4% 1967 
Series preferred shares payable on November 3, 
1980, and a regular dividend of $0.25 per common 
share which is payable on September 2, 1980. 


EDWARD P. WALSH 
President 
Québec, Qué. 
August 6, 1980 


Donohue Inc. 


and ee, companies 


Consolidated Earnings Quarter ended 

(Unaudited) June 30 
1980 1979 

Revenues 

Nel alec te ae ee ee es... $ 69,153 $ 34,236 


Ee Oe ee ee | 2,388 ier 
71,541 35,363 
Costs and expenses 


Costiel products: cold eo meee see ee... 43,566 20,769 
selling and administrative expenses..................lecasae- 2,043 eee 
Intereston longiternimdebr ocean a es. ees 4,595 4,606 
Depreciation: su. tea eek eee ee oe... 4,077 3,864 


54,281 30,466 
Earnings before provision for income taxes and minority 


Shareholders IMmtere Steiner wae rear ate tee tet etc a aac | ee 17,260 4,897 
PFOVISION TOMINCOME TAXES saat. Se Ge oo ce... | 8,134 2,071 
9,126 2,826 
Minority shareholders’ interest .........-..0.c.0e.... (Pest eees 3,195 946 
Net earnings 32 ete eres lee. $ 5,931 $ 1,880 
Earnings per common share 
Basic 


a Linde eee ee eee Ce eM | So 8 > 3.20 5 1.00 
Pee ee ee aoe... | $ 1.31 $ 0.40 


(thousands of dollars) 
Six months ended 


1980 

$ 133,476 
4,345 
137,821 


82,115 
3,939 
9,185 
7,558 


102,797 


35,024 
15,605 


19,419 
6,825 


$ 


June 30 
1979 


59,188 
2,381 


61,569 


36,333 
2,422 
9,230 
7,706 


99,691 


5,878 


2,457 


3,421 
1,200 


o Wajgee > 2.221 


$6.91 $ 
S west 3S 


(ake: 


0.46 


(thousands of dollars) 


Changes in Consolidated Financial Position Quarter ended Six months ended 
(Unaudited) June 30 June 30 
1980 1979 1980 1979 
Source of Funds 
Funds: provided trom Operations (mote 2)ia5 scan. ons. >> | ieee > i,e26 $ 7.5/1 $ 35,513 9 12,132 
Decreaseininvestinentstete wen ce Snes ncn «| rt _ 185 = 455 
Increase of a minority shareholder's interest in a Subsidiary ..... 8,820 — 8,820 — 
26,446 7,(D0 44,333 12,587 
Application of Funds 
Additions:towixedtasseis sa ae retne es Seneca c..- || eae 3,064 2,597 4,841 9,086 
Reductionob long tetin deb! seuss aen ce on. «|e 500 434 935 834 
Dividends to shareholders of the company ............14....... 525 439 1,050 881 
Dividends to minority shareholders of subsidiaries ............. 2,820 30 7,456 170 
Uke MENS) ON) [OIKSNEIMISTOMEEMIES gon con ev ancus naneasoOnfiods cose 11 36 42 47 
[NereaSe INMINVEStIMEMtS ican eee een ree... | a 42,318 = 24,452 
49,238 3,536 38,776 11,018 
Increase (decrease) in working capital ............ 0.00. eae, (22,792) 4,220 D097 1,569 
Working Capital-at beginning of penOd 7.2...) 2... . jeer 119,549 59,532 91,200 62,183 
Working capital at end of period........................... % 96,757 $ 63,752 $ 96,757 $ 63,752 


Notes: 1. Fully diluted earnings per common share are calculated assuming full conversion of 2,700,000 convertible preferred shares outstanding as at June 30 


1980, which are not convertible before December 31, 1981 


2. Earnings before the following: Depreciation and depletion, deferred income taxes and minority shareholders’ interest. 


DONOHUE INC. 


RAPPORT INTERIMAIRE 
pour la période de six mois terminée 
le 30 juin 1980 


AUX ACTIONNAIRES ET EMPLOYES 


Le chiffre d'affaires consolidé de la compagnie a 
atteint au cours du premier semestre $133,476,000 
comparativement a $59,188,000 obtenu pour la 
période correspondante en 1979. Le bénéfice net 
consolidé se chiffre a $12,594,000 ou $6.91 

par action ordinaire ($2.77 dilué) en regard de 
$2,221,000 ou $1.15 par action ($0.46 dilué) réalisé a 
pareille date l’'an dernier. Toutefois, I! faut 

se rappeler qu’au cours du premier semestre de 
1979 les résultats financiers ont été affectés par 

des arréts de travail prolongés. Pour les 

premiers six mois, le gain sur le change étranger 
représente dans les bénéfices apres impédts 
$5,908,000. ou $3.28 pay action ordinaire en regard 
de $2,026,000 ou $1.12 réalisé pour la méme période 
l'an dernier. 


Le benéfice net du deuxiéme trimestre de 1980 
s'eleve a $5,931,000 sur un chiffre d'affaires de 
$69, 153,000. Pour la méme période en 1979, le 
benefice net se chiffre a $1,880,000 par rapport a 
des ventes de $34,236,000. Le bénéfice net par 
action ordinaire réalisé au cours des trois mois 

sous examen est de $3.25, comparativement a $1.00 
pour le méme trimestre en 1979. 


Au cours du premier semestre, la demande pour le 
papier journal et la pate a continué d’étre forte. 
Toutefois, d'aprés des données économiques 
récentes, la recession aux Etats-Unis et au Canada 
sera plus sérieuse que prévue. Depuis les 

derniers mois de 1979, les constructions 
domiciliaires ont diminué considérablement et il en 
fut ainsi pour la demande de bois d'oeuvre et des 
prix. 


AR42 


Les diverses ententes relatives au complexe intégré 
de produits forestiers ont été signées entre votre 
compagnie et Normick Perron Inc. le 30 juin 1980. 
Votre compagnie détient maintenant un intérét de 
49% dans J.E. Therrien Inc., une filiale de Normick 
Perron Inc., qui opére une scierie avec facilités 
connexes a Amos (Québec). La production annuelle 
de la scierie J.E. Therrien Inc. se chiffre a 75,000,000 
pieds-mesure-de-planche. De plus, les travaux de 
construction de la papeterie a Amos sont 
commencés et progressent d’une maniére satisfai- 
sante. 


Donohue Normick Inc. 


Relations ouvriéres 


La convention collective de travail régissant les 
employés de la filiale Donohue St-Félicien Inc., 
division scierie Chibougamau, a été renouvelée 
jusqu’au 30 juin 1982. Par contre, les contrats 
de travail des employés des usines de Clermont, 
de St-Félicien et des travailleurs forestiers de la 
région du Lac St-Jean ne sont pas encore 
renouvelés. 


Dividendes 


Les administrateurs de la compagnie ont déclaré le 
dividende régulier de 39.0625 cents sur les 

actions privilegiées 6-1/4% série 1967 qui sera 
payable le 3 novembre 1980. Un dividende régulier 
trimestriel de 25 cents par action ordinaire a été 
déclaré payable le 2 septembre 1980. 


EDWARD P. WALSH 
Président 
Québec, Qué. 
Le 6 aout 1980 


Donohue Inc. 


et ses filiales 


Résultats consolidés 
(Avant vérification comptable) 


Revenus 


VENIES NGtlCS SNAPPER Se cscs c ee... re 


Dépenses 


Couldes orecunts VENCUS= =e cass... 
Frais. de vente et dedministation <.................../_————e 
Interéts:sur laidette alometterme.................... 
AMONISSCIMCN pee ec... rrr 


Bénéfice avant incidence fiscale et participation des 


actionnaires IMIMOnlaitCS wee sw... 
INnGIdenCe|SCale eee kw... ee 


Participation des actionnaires minoritaires..................... 
Bénelice neti ee... 


Bénéfice net par action ordinaire 


Nonidet iain ee 


Evolution de la situation financiére consolidée 
(Avant verification comptable) 


Provenance des fonds 


Fonds generes par lexpioitation (note 2).............. ee 
Diminuiiontdes placements waeeeas............. —— 


Augmentation de la participation d’un actionnaire minoritaire 


dans UneTIIIAICReeeweMe Reine... 


Affectation des fonds 


Dépenses en immobilisations=2.)..,...............- 


Diminution de la dette a long terme 


Achats d’actions privilégiées 
Augmentation des placements 


Accroissement (diminution) du fonds de roulement ............ 
Fonds de roulement au début de la période.......... . mee 


Fonds de roulement a la fin de la période 


Dividendes aux actionnaires de la compagnie................. 
Dividendes aux actionnaires minoritaires des filiales ........... 


Trimestre termine 


1980 
69,153 


2,388 
71,541 


43,566 
2,043 
4,595 
4,077 


54,281 


17,260 


8,134 


9,126 
3,195 


5,931 


3.25 


1.31 


le 30 juin 
1979 


$ 34,236 
de? 


35,363 


20/69 
leeer 
4,606 
3,864 


30,466 
4,897 
ONG 


2,826 
946 


6 1,880 


$ 1.00 
$ 0.40 


Trimestre termine 


1980 
17,626 


8,820 


26,446 


3,064 
500 
525 

2,820 

11 


42,318 


49,238 


(22,792) 
119,549 


$ 96,757 $ 63,752 $ 96,757 $ 63,752 


le 30 juin 
1979 


So) 7.001 
185 


(38 


Boon 
434 
439 

30 
36 


3,536 


4,220 
99,932 


(milliers de dollars) 
Période de six 
mois terminée 


1980 


$ 133,476 
4,345 


137,821 


82,115 
3,939 
9,185 
7,558 


102,797 
35,024 


15,605 


19,419 
6,825 


$ 12,594 


$ 6.91 
Dee e 


le 30 juin 
1979 


$ 59,188 
2,381 


61,569 


36,333 
2,422 
9,230 
7,706 


95,691 
5,878 
2,457 


3,421 
1,200 


oe2.221 


$ 1215 
$ 860.46 


(milliers de dollars) 
Période de six 
mois terminee 


1980 
$ 35,513 


8,820 
44,333 


4,841 
935 
1,050 
7,456 
42 
24,452 


38,776 


of 
91,200 


le 30 juin 
1979 


® 12,192 
455 


170 
47 


17,0168 


1,009 
62,183 


Notes 1. Le benefice net dilué par action ordinaire est calculé en supposant la conversion des 2,700,000 actions privilegiées convertibles en circulation 


au 30 juin 1980, lesquelles ne peuvent étre converties avant le 31 décembre 1981. 


2. Benéfice avant les postes suivants: amortissement et épuisement, impéts sur le revenu reportes et participation des actionnaires minoritaires. 


DONOHUE 


RAPPORT INTERIMAIRE 
LE 30 JUIN 1980 


DONOHUE 


INTERIM REPORT AS AT JUNE 30, 1979 


TO SHAREHOLDERS AND EMPLOYEES 


Consolidated net sales for the first six months of 1979 
amounted to $59,188,000 compared to $ 52,940,000 for 
the same period last year. Net earnings amounted to 

$ 2,221,000 or $ 1.15 per share as compared to 

$ 5,041,000 or $ 2.71 per share in 1978. This decrease 
in net earnings is attributable to the strikes which 
prevailed during several months and interrupted news- 
print production at the Clermont mill as well as lumber 
production at two sawmills of Donohue St-Félicien Inc., a 
subsidiary. During the first half of 1979, the after tax gain 
on foreign exchange represents $ 2,026,000 or $ 1.12 
per common share, as compared to $ 2,123,000 or 

$ 1.18 for the corresponding period last year. 


At the end of May, a settlement was reached between 
the Company and its mill and office employees in 
Clermont, bringing an end to a strike which had lasted 
over seven months. Negotiations are presently un- 
derway for the renewal of the labour agreements for the 
clerks and scalers in the woodlands division. 


Samoco 


Your Company made a second offer of $ 3,250,000 to 
purchase the assets of Samoco Inc. of Sacré-Coeur, 
Dubuc County. The chip supply from this lumber 
operation would have been delivered to the newsprint 
mill at Clermont. In June, the Minister of Lands and 
Forests informed the Company that its tender had not 
been accepted. 


Donohue St-Félicien Inc. 


During the second quarter, the kraft pulp mill which 
started up last fall, operated at approximately 100% of 
capacity. At the beginning of July, the selling price of 
bleached kraft pulp was increased to $ 435.00 (U.S.) 
per metric ton for the American and European markets, 
and to $ 490.00 (Canadian) in Canada. The demand for 
both kraft pulp and lumber continues to remain strong. 


The strikes at the St-Thomas and Girardville sawmills, as 
well as at the planing mill in Normandin ended in 
mid-June. The labour agreement for the sawmill and 
woodlands employees of the Chibougamau Park Divi- 
sion will expire August 14, 1979. Negotiations for the 
renewal of this agreement are presently underway. 


The official inauguration of the kraft pulp mill at 
St-Félicien took place on June 29th, and was enhanced 
by the presence of Mr. Robert de Cotret, Federal 

inister for Economic Development and Trade, Mr. 
Jacques Léonard, Provincial Minister in charge of the 
Québec Planning and Development Bureau, and Mr. 
Rodrigue Tremblay, Provincial Minister of Industry and 
Commerce. 


Newsprint mill project 


On June 27th last, your Company and Normick Perron 
Inc. of La Sarre, Qué., announced their intention of 
studying the possibility of forming a new Joint Venture 
Company for the purpose of constructing at an 
estimated cost of $ 140,000,000 and to own and operate 
a newsprint mill and related facilities at Amos, Qué. This 
new mill with a designed capacity of 159,000 metric tons 
of newsprint per year would require 168,000 bone dry 
metric tons of wood fibre. Upon completion, this 
newsprint mill is expected to provide 250 jobs. However, 
this project is contingent upon the fulfilment of various 
conditions. 


Dividends 


The Directors of your Company declared the regular 
dividend of 39.0625 cents on the 6-1/4% 1967 Series 
preferred shares payable on November 1, 1979, and a 
regular quarterly dividend of $ 0.20 per common share 
payable on August 31, 1979. 


Québec, Qué. EDWARD P. WALSH 
August 6, 1979 President 


Donohue Inc. 


and subsidiary companies 


Consolidated Earnings 
(Unaudited) 
Six months ended June 30 


Revenues 


sales; less delivery ExDEMSCS ca cecsc ese. eee... Is nee ee oa 
INVESIIMENtIMNCOMCIt nein act dn ic cass c6 sas ss. Sonia ote oie cs 


Costs and expenses 


Gost offsalesm@ eae bee occas ose cc)... INE ESS aos 5c 9-0 
Selling and administrative expenses ..:.............. /AREeegle eb aes. ce 
Interest oni long-term. debt 2s. e een. ccse.s ac... . Se ole canes 
Depreciationieeatcr es ck ets cad Shale ca > -| een ree hin: 


Earnings before income taxes and minority shareholders’ interest .............. 


INGOMeE LaxXGS re etna re oie mats hand ce sess « . | Sartre rats fe... 
Minority shareholders’ interest in earnings of subsidiaries ..................05. 


Earnings for the period <4) Sieee.. .3-.:...-....... Re ee 


Earnings per common share (after dividends on preferred shares) (note 1)... 


Changes in Consolidated Financial Position 
(Unaudited) 

Six months ended June 30 

Source of Funds 


Funds provided from: operations (note 3) ............ -EaaNeeeitss 2 cn. 
GOVEMMEen Cran naw ewe el nee tere, Leb oh ee 
Decrease in Invesiments 3 saci vase ar deca sa ced sso. eG ia sa. 


Application of Funds 


Additions: to fixed assets ianinsssv de. eus occa s+. «Crs. 
Reduction of long-term debt. si csc6 fe... ssceee sss... obey... 
Dividends to shareholders of the company ............PMMeMyessaeass.-s--.-, 
Dividends to minority shareholders of subsidiaries .....................0.005. 
Purchase of preferred Shares Cinceicc i cuck vo sss so » | Okc a 
Increase in WOFKING Capital eset a eee ee ss i ce 


Notes: 


1979 1978 
(thousands of dollars) 

$ 59,188 $ 52,940 
2,381 513 
61,569 53,453 
36,333 37,631 
2,422 831 
9,230 835 
7,706 2,045 
55,691 41,342 
5,878 Ve,d4 
2,457 5,076 
1,200 1,994 

$ 2,221 $ 5,041 
$ 1.15 $ 2.71 
1979 1978 
(thousands of dollars) 

$ 12,132 $ 10,054 
_— 12,499 

455 50,083 

$ 12,587 $ 72,636 
$ 9,088 $ 61,756 
834 760 

879 880 

170 1,310 

47 124 

1,569 7,806 

$ 12,587 $ 72,636 


1. Earnings per common share have been computed on 1,800,000 common shares without allocating any earnings to the 2,700,000 Con- 
vertible Preferred Shares, as the holders of the shares, will not be entitled to any dividend before December 31, 1981. 


2, The minority shareholder of Donohue St-Félicien Inc. holds an option to increase its interest by 5% by acquiring an additional 636,364 
common shares to be issued by this subsidiary at $ 10 per share. This option expires on December 31, 1979. 


3. Earnings before the following: Depreciation, depletion, deferred income taxes and minority shareholders’ interest in earnings of subsi- 


diaries. 


AUX ACTIONNAIRES ET EMPLOYES 


Au cours du premier semestre, le chiffre d’affaires 
consolidé de la compagnie a atteint $ 59,188,000 
comparativement a $ 52,940,000 obtenu pour la période 
correspondante en 1978. Les bénéfices nets consolidés 
pour cette période se chiffrent a $ 2,221,000 ou $ 1.15 
par action ordinaire en regard de $ 5,041,000 ou $ 2.71 
par action réalisé au premier semestre l’an dernier. Cette 
baisse dans les bénéfices consolidés est attribuable aux 
conflits ouvriers qui ont paralysé pendant plusieurs mois 
la production de papier journal a l’'usine de Clermont et 
celle du bois d’oeuvre a deux scieries de la filiale 
Donohue St-Félicien Inc. Pour les premiers mois de 
l'année 1979, le gain sur le change étranger représente 
dans les bénéfices aprés impéts, $2,026,000 ou $ 1.12 
par action ordinaire, en regard de $ 2,123,000 ou $ 1.18 
réalisé pour la méme période |’an dernier. 


A la fin du mois de mai, un reglement est intervenu entre 
la compagnie et les employés de l’usine et du bureau a 
Clermont mettant ainsi fin 4 une gréve qui a duré plus 
de sept mois. Les négociations pour le renouvellement 
des conventions collectives des travailleurs en forét et 
des commis et mesureurs sont présentement en cours. 


Samoco 


Votre compagnie a fait une seconde offre au montant de 
$ 3,250,000 pour acquérir les actifs de la compagnie 
Samoco Inc. située a Sacré-Coeur, Comté de Dubuc et 
y exploiter une scierie. Cette acquisition aurait permis a 
la compagnie de résoudre, du moins en partie, le 
probleme d’approvisionnement en fibre de bois a long 
terme ala papeterie de Clermont. En juin dernier, le 
ministre des terres et foréts informait la compagnie que 
son offre d’achat n’avait pas été retenue. 


Donohue St-Félicien Inc. 


La production continue d’augmenter a l’usine de pate 
kraft qui a démarré |’automne dernier, et au cours du 
second trimestre, cette usine a fonctionné en moyenne a 
100% de sa capacité. Au début de juillet, 

le prix de vente de la pate kraft blanchie a augmenté a 
$ 435.00 (U.S.) la tonne métrique sur les marchés 
américain et européen et a $ 490.00 (canadien) pour le 
Canada. La demande pour la pate kraft et le bois 
d'oeuvre demeure favorable permettant ainsi a nos 
usines de produire a pleine capacité. 


Les gréves qui sévissaient aux scieries de St-Thomas et 
Girardville ainsi qu’a l'usine de préparation de Norman- 
din ont pris fin a la mi-juin. La convention collective de 

travail regissant les employés de la scierie et de la forét 

au Parc Chibougamau expirera le 14 aodt prochain. Des 
négociations en vue de son renouvellement se déroulent 
préesentement. 


L'inauguration officielle de l'usine de pate kraft a 
St-Félicien a eu lieu le 29 juin dernier. Le ministre chargé 
du développement économique et du commerce du 
Canada, monsieur Robert de Cotret, le ministre d’état 
responsable de l'office de planification et de dévelop- 
pement du Québec, monsieur Jacques Léonard et le 
ministre de l'industrie et du commerce, monsieur 
Rodrigue Tremblay, sont venus rehausser de leur 
presence cet événement. 


Projet d’une nouvelle papeterie 


Le 27 juin dernier, votre compagnie et Normick Perron 
Inc., de La Sarre, Qué., ont rendu public leur intention 
d’étudier la possibilité de former une nouvelle compa- 
gnie dans le but de construire, au cotit approximatif de 
$ 140,000,000 et d’exploiter a titre de propriétaire, une 
usine de papier journal a Amos, Qué. Cette nouvelle 
usine d'une capacité de production annuelle de 159,000 
tonnes métriques de papier journal nécessiterait 
168,000 tonnes métriques anhydres de fibre de bois. A 
son parachévement, cette usine de papier journal 
créerait 250 emplois directs. Toutefois, ce projet 
demeure assujetti a l'étude et a la réalisation de 
plusieurs conditions. 


Dividendes 


Les administrateurs de la compagnie ont déclaré le 
dividende régulier de 39.0625 cents sur les actions 
privilégiées 6-1/4% série 1967 qui sera versé le 1er 
novembre 1979 et un dividende trimestriel de 20 cents 
par action ordinaire payable le 31 aoat 1979. 


Québec, Qué. EDWARD P. WALSH 
Le 6 aout 1979 Président 


Donohue Inc. 


et ses filiales 


Résultats consolidés 
(Avant vérification comptable) 
Période de six mois terminée le 30 juin 


Revenus 


Ventes) moins frais d expedition. ; ca.s.c..c... ss... RMeeibre tice ca acs 
Revenuis de placements) Sock c cece cee ns... Ie se 


Dépenses 


Coditides produits vendUs<n.. J.cee le... ci... . Se oc 
Frais:de vente et-d'administration .................... RR ae cee 
Intéréts sur ladetie a long terme...............0...... ee eee 
AMOMISSEMeNt eta peers tase ts cee si tees oe. . | imme tocol 


Bénéfices avant incidence fiscale et participation des actionnaires minoritaires .. . 


IncidencestisCale zamena tart enc rate des sas. . hee ccs a. 


Participation des actionnaires minoritaires dans les bénéfices des filiales....... 
Bénéfices de la période... . dnde5...5............. PE cca 


Bénéfices par action ordinaire (apres dividendes sur actions privilégiées (note 1) 


Evolution de la situation financiére consolidée 
(Avant vérification comptable) 

Période de six mois terminée le 30 juin 
Provenance des fonds 


Fonds générés: par lexpioitation (note. 3) ............ |e ier > 5 
Subvention gouvernementale 
Diminution des placementS=) 7 iiw..c.n..e'ec........ cock sy. 


Affectation des fonds 


Dépenses en immobilisationS 3.2. .s.0ccceceass. ss... ec... 
Diminution de la dette a long terme ................. Fo oso. de ete ae 
Dividendes aux actionnaires de la compagnie ..........5.......0e. cece eee eee 
Dividendes aux actionnaires minoritaires des filiales .................0...00., 
Achat d’actions privil@giéesS 2s unckiau.s ese cess... - (no eas 
Accroissement du fonds deroulement..............-;: enc 0, .. 


Notes: 


1979 


1978 


(milliers de dollars) 


$ 12,587 


$ 59,188 $ 52,940 
__ 2381 __—813 
61,569 53,453 
36,333 37,631 
2,422 831 
9,230 835 
7,706 2,045 
55,691 41,342 
5,878 Way 
2,457 5,076 
3,421 7,035 
1,200 _—si1,994 

$ 2,221 $ 5,041 
$ 115 3 Pat 
1979 1978 
(milliers de dollars) 

$ 12,132 $ 10,054 
Hee 12,499 

455 50,083 

$ 12,587 $ 72,636 
$ 9,088 $ 61,756 
834 760 

879 880 

170 1,310 

47 124 

1,569 7,806 


$ 72,636 


1. Les bénéfices par action ordinaire ont été calculés sur 1,800,000 actions Ordinaires sans attribuer de bénéfices aux 2,700,000 actions 
privilégiées convertibles, puisque les détenteurs n'auront droit a aucun dividende avant le 31 décembre 1981. 
2. L'actionnaire minoritaire de Donohue St-Félicien Inc. peut par |'exefcice d'une option d'achat qui expire le 31 décembre 1979, acquérir 
une participation additionnelle de 5%, en se portant acquéreur de 636,364 actions ordinaires a étre émises au prix de $ 10 chacune par 


cette filiale. 


3. Bénéfices avant les postes suivants: Amortissement, épuisement, impdts sur le revenu reportés et participation des actionnaires minori- 


taires dans les bénéfices des filiales. 


ARA 


DONOHUE 


RAPPORT INTERIMAIRE AU 30 JUIN 1979 


\’Donohue Inc. 


and subsidiary companies 


ADDRESS OF THE PRESIDENT 
TO THE SHAREHOLDERS AT THE ANNUAL MEETING 
HELD ON APRIL 27, 1979 


Ladies and Gentlemen: 


Despite a significant reduction of newsprint shipments in 
1978 (198,000 tons as against 239,000 tons in 1977), 
consolidated net sales reached $94,000,000 as compa- 
red to $89,000,000 for the previous year. The increase 
being accounted for by: a higher volume of lumber 
sales, the production and sales of kraft pulp by Donohue 
St-Félicien Inc. during the months of November and 
December 1978, and the favourable rate of exchange of 
the U.S. dollar. This performance would have been even 
better if the operations at the Clermont newsprint mill 
had not been adversely affected by production 
slowdowns and then a strike which started back in 
October 1978. 


Consolidated net earnings before extraordinary item at 
$8,021,000 or $4.28 per common share reached a new 
record high in 1978, being approximately 29% higher 
than in 1977. However, it should be noted that the 
conversion of transactions in U.S. dollars into Canadian 
dollars increased these net earnings by $4,310,000 
compared to a similar increase of $2,042,000 in 1977. 


Earnings obtained when the rate of exchange is 
exceptionally high should not be used to measure the 
profitability of a company, or its future profit-earning 
capacity. You will recall that in 1976, the rate of 
exchange was not favourable. 


You will note that the profitability of the Company has not 
improved that much when gains on exchange are not 
taken into account. Therefore, the best job security 
employees can have is that the firm that employs them 
has a good performance and also the capability of 


investing funds in profitable projects even during 
inflationnary periods when coe expenditures are very 
costly. In. 1967-68, Donohue Charlevoix Inc., a subsi- 
diary, installed a newsprint machine and other facilities 
at a cost of approximately $19,000,000. The same 
assets would cost around $100,000,000 today. We must 
therefore do our utmost to remain competitive and 
improve our earning power. 


Labour Relations 


Our labour agreement with mill employees at Clermont 
expired on May 1, 1978. Work slowdowns during the 
months of September and October 1978 decreased 
efficiency to 70% of normal production. This was 
followed by a strike on October 20, 1978 which has not 
been settled yet. The main issue in this labour dispute is 
a union demand for wage increases that would greatly 
exceed those agreed to in labour contracts signed in 
over sixty Eastern Canadian mills during the last nine 
months. 


At last year's shareholders annual meeting, it was 
mentioned that the wage rates in Eastern Canadian mills 
were 20% higher than those paid: in Southern United 
States mills. These mills remain our principal competi- 
tors due to the fact that they are more profitable and 
benefit from lower delivery costs. New paper mills 
presently under construction in the United States will 
increase the newsprint production capacity in that 
country by 1,000,000 tons. Shipments from these new 
installations are scheduled to start this year. 


Following a suggestion made by the mediator appointed 
by the Department of Labour, the Company submitted 
on April 10th, an over-all proposal which provided for 
increases in wages and fringe benefits that exceeded 
those already granted in labour contracts signed by 
some sixty mills. This proposal was rejected by Clermont 
mill workers and on April 18, 1979, the union submitted 
a counter proposal. The acceptance of the demands 
made in this counter proposal would place wages and 
other benefits payable on April 30, 1980, expiry date of 
labour contract being negociated, way above those 
payable by our competitors on that date. Your Company 
just can not agree to these terms, especially when 
certain disadvantages particular to the Clermont mill are 
taken into consideration. 


The mills at Normandin, Girardville and St-Thomas 
belonging to Donohue St-Félicien Inc., one of our 
Company’s subsidiary, are on strike since January 22, 
1979. These mills having a capacity of 100,000,000 
f.b.m. of lumber, employ around 400 workmen. Donohue 
St-Félicien Inc. has offered to the employees on strike, 
working conditions similar to those prevailing in the 
lumber industry in the Lac St-Jean region. 


If the competitive position of our mills is to be 
maintained, and thereby, assuring full employment to 
workers, all our efforts have to be directed towards 
decreasing manufacturing costs, particularly the costs 
of capital improvements, and towards increasing the 
productive capacity of our facilities. 


Management also intends to devote this year, in the field 
of industrial relations, all the time and effort required to 
assure the continuation of harmonious relations with 
employees. 


Samoco 


Your company deposited a tender to purchase for 
$1,000,000 the sawmills and other equipment belonging 
to Samoco Inc. of Sacré-Coeur in order to give work in 
that region and at the same time increase the wood 
supply of the Clermont mill. This offer also stated that an 
amount of $1,250,000 would be expended on capital 
improvements and that $2,000;000 would be required as 
working capital. The acquisition of these assets would 
have required a disbursement of over $4,000,000 by 
your Company. 


Outlook for 1979 


A slowdown in the economic growth of North America is 
expected in 1979; nevertheless, demand for newsprint 
should remain strong and market conditions for 
chemical pulp continue to improve daily. There are 
indications however, that a slowing down will take place 
in the lumber market due to a decrease in the number of 
housing starts forecast for this year. 


Construction of the pulp mill at St-Félicien was 
completed ahead of schedule and within the budgeted 
cost of $270,000,000. Commercial operation commen- 
ced in November and the start-up of the mill was 
exceptionally good. Production has already exceeded 
expected levels and is continuously increasing. Produc- 
tion reached 70% of capacity in December, 80% in 
January, 89% in February, 90% in March and up to date 
in April, 96% of capacity. Customers are very pleased 
with the quality of the pulp produced by this mill. 


This performance is most encouraging because, even 
with two sawmills closed down by strikes, Donohue 
St-Félicien Inc. showed a profit last February. These 
results are way ahead of previous expectations and 
forecasts. 


Net results for the first quarter ended March 31, 1979 
are at a modest level due to strikes. Net consolidated 
earnings amounted to $341,000 or $0.15 per common 
share, as compated to $2,158,000 or $1.15 per share for 
the 1st quarter in 1978. 


At a meeting held earlier today, your Directors declared 
the regular dividend of 39.0625 cents on the 6'/4% 1967 
Series preferred shares and after taking into considera- 
tion the cash position of the Company, also declared a 
quarterly dividend of $0.20 per common share. 


On behalf of the Board of Directors, | wish to thank you 
for your continued support. | also wish to thank our 
customers for their loyalty and employees for their 
efforts. Although we are going through a difficult period 
due to strikes, we are convinced that with the 
cooperation of all parties, the future prospects of the 
Company are excellent. 

EDWARD P. WALSH 

President. 


Québec, Que. 
April 27, 1979 


Interim Report 
Quarter ended March 31 


DONOHUE INC. 


and subsidiary companies 


Consolidated Net Earnings 


(Unaudited) (Thousands of dollars) 
Quarter ended March 31 1979 1978 
Sales, less delivery expenses 5.6 oe ceee e os ss er eee ee ose $ 24,952 23,929 
Other income te. shee eG set chan ee sa ss ees eerste cs 1,254 216 
26,206 24,145 
Cost of ‘SaleSigg nica artnet on aie ccs se DA Ge? | ns S06 fo 15,564 17,456 
Selling and administrative EXPENSES . 2... s<..-- sn». | eiera. Gee us 1,195 353 
Interest on long-term debts... Site eines ue neces oo tne ers oe ecend 4,624 412 
Depreciation Raper ee ee rar awa evans ee) Ee ee ee a 3,842 1,034 
Income taxes, sci eet celts ea as okie aR ee ae hea 386 1,814 
25,611 21,069 
595 3,076 
Minority shareholders’ interest 
in earings of subsidiaries 2... ssesnes cscs 1 <> > | eres. 254 918 
Net armings aqureemmart eit wie heb cede Mac 6 sole | niet aks 55 $ 341 $ 2,158 
Net earnings per common share (after dividends on preferred shares) (Note 1) . $ 0.15 $ ks 
Gommon shares outstanding$ A744 ys ..6 ssi nce. . o | eee (an. 1,800,000 1,800,000 
Changes in Consolidated Financial Position 
(Unaudited) (Thousands of dollars) 
Quarter ended March 31 1979 1978 
Source 
Funds: provided from operations (Note’3)'........... . > Eee cee $ 4561 $$ £4,140 
GevermmentighantSt, oan iiieees an tnoeetorta atc ,otly ain occ. | errr ne leRet ae ci _ 3,700 
Decrease’in investments andideposits....5....... 1... nen 270 26,681 
$ 4,831 $ 34,521 
Application 
Acquisition. of fixed assets tis Sica ida aee cesses: 2+ | ores $ 6,489 29,457 
Reduction of long-term Gebte a,c) cas sna ne. +s o>. » | inne ee fn, oo 400 200 
Purchase of preferred Shares 3 wa ret gc cc eee s+ scan ont | ene et 11 if 
Dividends to shareholders of the company ............6cccccceeeceeeeeeecees 442 441 
Dividends to minority shareholders of subsidiaries ......................0000, 140 588 
Increase (decrease) in working capital ....5......+.. 4 | nn a: (2,651) 3,828 
$ 4,831 $ 34,521 
Note (1) 


Earnings per common share have been computed on 1,800,000 common shares without allocating any earings 
to the 2,700,000 convertible preferred shares, as the holders of these shares, 
will not be entitled to any dividend before December 31, 1981 


Note (2) 

The minority shareholder of Donohue St-Félicien Inc. holds an option to increase its interest by 5% by acquiring 
an additional 636,364 common shares to be issued by this subsidiary at $10 per share. This option expires 

on December 31, 1979. 

Note (3) 


Net earnings before the following: Depreciation, depletion, deferred income taxes and minority shareholders’ 
interest in earnings of subsidiaries. 


attentifs a rester competitifs et nous devons également 
prendre les mesures nécessaires pour améliorer nos 
résultats. 


Situation ouvriére 


La convention collective des employés de l’usine a 
Clermont s’est terminée le 1er mai 1978. Aprés avoir 
subi des ralentissements de travail au cours des mois 
de septembre et octobre 1978, période durant laquelle 
le niveau de production atteignait environ 70% de la 
capacité de l’usine, une gréve fut déclenchée le 20 
octobre 1978 et est toujours en cours. Ce conflit résulte 
du fait que le Syndicat demande des conditions 
salariales considérablement plus élevées que celles de 
la soixantaine d’usines dont les conventions collectives 
ont été signées dans l'Est du Canada (des Rocheuses a 
Terre-Neuve) dans les derniers neuf mois. 


En 1978, lors de l'assemblée générale annuelle des 
actionnaires, nous avons déclaré que les taux horaires 
dans les usines de |’Est du Canada étaient d’environ 
20% supérieurs a ceux des usines du Sud des 
Etats-Unis. Or, l'industrie de cette région demeure 
toujours notre principal concurrent a cause de la 
rentabilité de ses usines et des colts de transport qui 
sont d’environ 50% inférieurs aux ndtres. Il y a 
actuellement, aux Etats-Unis, des usines en construction 
ayant une capacité de production de 1,000,000 tonnes. 
Les livraisons de papier en provenance de ces 
nouvelles installations devraient débuter cette année. 


Le 10 avril 1979, Donohue a déposé, a la demande du 
médiateur du Ministere du Travail, une offre globale qui 
comprenait des augmentations de salaires et bénéfices 
marginaux supérieurs a ceux déja accordés dans les 
conventions signées dans une soixantaine d’usines. 
Cette offre a été refusée par les travailleurs de Clermont 
et une contre-proposition a été soumise le 18 avril 1979 
par le Syndicat. Cette contre-proposition, si elle 
s'appliquait aux conditions qui prévalent aujourd'hui, 
voudrait dire que les augmentations a Clermont a la fin 
de la convention au 30 avril 1980, seraient considéra- 
blement supérieures a celles de nos concurrents 
Canadiens. La compagnie ne peut accepter de telles 
conditions, surtout en tenant compte de certains 
désavantages propres a la papeterie de Clermont. 


De plus, les usines de la filiale Donohue St-Félicien Inc., 
situées a Normandin, Girardville et St-Thomas sont en 
gréve depuis le 22 janvier 1979. Ces usines ont une 
capacité de 100,000,000 p.m.p. et elles emploient 
environ 400 ouvriers. Donohue St-Félicien Inc. offre a 
ses employés en gréve des conditions semblables a 
celles déja accordées par l'industrie du sciage dans la 
région du Lac St-Jean. 


Afin de maintenir nos usines concurrentielles et assurer 
le plein emploi a notre personnel, nous devrons 
intensifier nos efforts pour minimiser les augmentations 
des cotts de fabrication et surtout les cotits des 
immobilisations et améliorer la productivité de notre 
matériel. 


De plus, la direction de la compagnie, au cours de la 
présente année, apportera dans le domaine des 
relations industrielles, une attention soutenue afin que 
les relations avec ses employés soient des plus 
harmonieuses. 


Samoco 


Votre compagnie a déposé une offre de $1,000,000 
pour acquérir les installations de la scierie Samoco Inc. 
a Sacré-Coeur afin de fournir des emplois aux gens de 
cette région et d’améliorer l’'approvisionnement pour 
l'usine de Clermont. Cette offre prévoyait également des 
déboursés de $1,250,000 au niveau des immobilisations 
et un montant d’environ $2,000,000 pour constituer le 
fonds de roulement requis; le tout représentant pour 
votre compagnie un investissement global de plus de 
$4,000,000. 


Perspectives 1979 


ll est prévu pour 1979 un ralentissement de la 
croissance economique en Amérique du Nord; cepen- 
dant, la demande de papier journal devrait rester forte et 
le marché de la pate chimique s'affermir de plus en 
plus. Il n’en sera sans doute pas de méme pour le bois 
de construction car des indices font prévoir un 
ralentissement de la construction domiciliaire pour 
l'année en cours. 


L’usine de pate kraft de Donohue St-Félicien Inc. a été 
parachevée en dedans de |’échéancier et en deca du 
budget d’investissement global de $270,000,000. Elle a - 
débuté sont exploitation commerciale en novembre et 
son démarrage a été un succes. La production de 
l'usine a dépassé les capacités prévues et continue 
d’augmenter. La production de pate a atteint 70% de la 
capacité en décembre 1978, 80% en janvier 1979, 89% 
en février, 90% en mars, et a date au mois d’avril, nous 
sommes a 96% de la capacité. Par ailleurs, la pate 
produite est trés bien acceptée par la clientele. 


Ces performances sont d’autant plus encourageantes 
que la compagnie Donohue St-Félicien Inc., malgré les 
pertes de production dues a la fermeture de deux 
scieries, montre des profits depuis février dernier. Ces 
résultats sont supérieurs aux prévisions antérieures. 


Au 31 mars 1979, les résultats consolidés sont trés 
modestes a cause des gréves. Le bénéfice net 
consolidé s'éléve 4 $341,000 ou $0.15 par action 
ordinaire, comparativement a $2,158,000 ou $1,15 par 
action pour le 1er trimestre 1978. 


Ce matin, les administrateurs de la compagnie ont 
déclaré le dividende régulier de 39.0625 cents sur les 
actions privilégiées 6'/1% série 1967 et compte tenu des 
réserves et de la bonne trésorerie de la compagnie, 

ils ont également déclaré un dividende trimestriel de 
$0.20 par action ordinaire. 


Au nom du Conseil d’administration, je vous remercie de 
votre support, merci €galement a nos clients de leur 
fidélité et anos employés de leur travail. Méme si 
aujourd'hui, la compagnie traverse une période difficile 
a cause des gréves qui l’affectent, il n’en demeure pas 
moins qu’avec la collaboration de tous, les perspectives 
a long terme de notre entreprise demeurent excellentes. 


EDWARD P. WALSH 
Président 
Québec, Qué. 
Le 27 avril 1979. 


Rapport intérimaire 
Trimestre terminé le 31 mars 


DONOHUE INC. 


et ses filiales 


Bénéfices nets consolidés 


(Avant vérification comptable) (Milliers de dollars) 
Trimestre terminé le 31 mars 1979 1 
Ventes, moins. frais dexpédition 2 ..f000..+..-.. 0+.» | eens ar. <-> $ 24952 $ 23,929 
Autres TeVENUCS Se ei ee ee ere odrtcataccnics » . . 7) een crnis Gleb 1,254 216 
26,206 24,145 
Coot des produits: VEndusS Wtsnes sees occa ans o.. : | neh eis eres nue 15,564 17,456 
Frais. dé vente et d’administration, 0c 0.0605 cnc... eM le Palais cron s 1,195 353 
Intéréts sur dettes a long terme’... 2.4.42... 2<000:~ 2... | ese se 4,624 412 
AMONISSEISIt 5 eee CE ee lass die oes « | inner earra sh atoss. 3,842 1,034 
Impots SUF lenTEVENUIeen steer ce oianien Gals cic os «|i ienene ben, 386 1,814 
25,611 21,069 
595 3,076 
Participation des actionnaires minoritaires dans 
les bénefices:desiilialeSe ae hs occ cdo: . inner ener tren, 254 918 
Bénelice Net cca eee eas Ate aa aes ol. . . | PMNs epns tere fe 5 $ 341 $ 2,158 
Bénéfice net par action ordinaire (apres dividendes sur actions privilégiées) 
(NOtG HI) ies Sonne eae eee mesial... | erento OF FL. <1, $ 0.15 $ ASS 
AcCtionsordinalres:eniGirCUlallOMm mem esa ances c.<< .. || eee meter ee renner 1,800,000 1,800,000 


Evolution de la situation financiére consolidée 


(avant vérification comptable) (Milliers de dollars 
Trimestre terminé le 31 mars 1979 1 
Provenance 

Fonds généres par l'expioitation (Note:3) 0. 5........ » | eee eae 6 $ 4,561 $ 4,140 
Subventions gouvernementaleS®. 350i. cs. cin.c sss; | rerio atm. < _ 3,700 
Diminution des dépéts et placements réservés ...... 00.0... cece ce ees 270 26,681 


$ 4,831 $ 34,521 


Affectation 
ACQUISITION CiIMMODIISAtONS 7. jamreinearretes kao: «+ + een eines, $ 6,489 $ 29,457 
Diminution des dettes:a longierme = jeien s+ s00>. «., nein 2 any. 400 200 
Achat dacttons: OnVileGiG@See rc faummncna makes < 4 crs. . || Cnn ewe te uscy. 11 i 
Dividendes aux actionnaires.de la compagnie ........)..ccseee ccc cress eee 442 44) 
Dividendes aux actionnaires minoritaires des filiales .................... 0000, 140 588 
Augmentation (diminution) du fonds de roulement .................0 cee cece ee (2,651) 3,828 
$ 4,831 $°* 34:52) 
Note (1) 


Les bénéfices par action ordinaire ont été calculés sur 1,800,000 actions ordinaires sans attribuer de bénéfices 
aux 2,700,000 actions privilégiées convertibles, puisque les détenteurs n'auront droit a aucun dividende 

avant le 31 décembre 1981. 

Note (2) 

L'actionnaire minoritaire de Donohue St-Félicien Inc. peut, par l'exercice d'une option d'achat qui expire le 

31 décembre 1979, acquérir une participation additionnelle de 5% en se portant acquéreur de 636,364 

actions ordinaires a étre émises au prix de $10 chacune par cette filiale. 

Note (3) 


Bénéfice net avant les postes suivants: Amortissement, épuisement, impdts reportés et Participation des 
actionnaires minoritaires dans les bénéfices des filiales 
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Donohue Inc. 


et ses filiales 


ALLOCUTION DU PRESIDENT 
A L’ASSEMBLEE DES ACTIONNAIRES 
TENUE LE 27 AVRIL 1979 


Mesdames et Messieurs, 


Malgré une diminution considérable des expéditions de 
papier journal en 1978 (198,000 tonnes contre 239,000 
tonnes en 1977), le chiffre d'affaires consolidé de la 
compagnie a atteint 94 millions de dollars, comparé a 
89 millions l'année précédente. Cette augmentation est 
attribuable a un volume de ventes accru de bois de 
construction, a la production et la vente de pate kraft 
par Donohue St-Félicien Inc. en novembre et décembre 
1978 et a un taux de change favorable du dollar 
américain. Cette performance aurait été encore plus 
élevée si l'usine de Clermont n’avait pas été affectée par 
des ralentissements de travail et une gréve qui sévit 
depuis le mois d’octobre 1978. 


Le bénéfice net consolidé en 1978 avant poste 
extraordinaire a marqué un nouveau record pour la 
compagnie s'élevant a $8,021,000 ou $4.28 par action 
ordinatre, soit une augmentation d’environ 29% par 
rapport a 1977. |l faut noter cependant que la 
conversion des transactions en dollars américains a 
augmenté ce bénéfice net de $4,310,000 en regard de 
$2,042,000 en 1977. 


La rentabilité de la compagnie et sa capacité de 
générer des profits pour le futur ne doivent pas étre 
basées sur les bénéfices réalisés lorsque |’incidence du 
taux de change prend une telle ampleur. Qu’il suffise de 
se rappeler que le taux de change était défavorable en 
1976. Si l'on fait abstraction du gain provenant du 
change étranger, la rentabilité de la compagnie ne se 
trouve guére améliorée. Or, la meilleure garantie de 
sécurité d'emploi pour les employés d'une entreprise, 
c'est sa rentabilité normale et constante et sa capacité 
d’entreprendre des investissements générateurs de 
profits, et cela, méme au cours des périodes d’'inflarion 
lorsque les cous d’acquisition de nouvelles immobilisa- 
tions sont tres élevés. Les installations requises pour la 
machine a papier de notre filiale Donohue Charlevoix 
Inc. en 1967-68 ont couté environ 19 millions de dollars. 
Ces mémes installations aujourd'hui cotiteraient environ 
$100,000 ,000. C’est pourquoi nous devons étre trés 


